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OVERSIGHT BOARD AGENDA STAFF REPORT 

 

 

TO: Honorable Chair and Members of the Oversight Board 

 

FROM: Michael Huntley, Staff liaison from the Successor Agency to the former City of 

Montebello Community Redevelopment Agency 

 

SUBJECT: Update on the State Department of Finance (DOF) action related to the 

Recognizable Obligation Payment Schedules (ROPS)  

 

DATE: June 6, 2012 

 

 

BACKGROUND 

 

On May 2, 2012, the Oversight Board approved ROPS 1 for the period from January 1, 2012 

through June 30, 2012 and ROPS 2 for the period from July 1, 2012 through December 31, 2012.  

Although approved, the Oversight Board questioned a number of line items on the ROPS 

documents related to the Certificate of Deposits, the reimbursement of the advances made by the 

City and the allowable administrative charges.   

 

On May 3, 2012, staff forwarded copies of the Board approved ROPS documents via e-mail and 

ground mail to the County Auditor-Controller, the State Controller and the State Department of 

Finance.   

 

On May 8, 2012, staff received a call from the DOF.  The representative from the DOF informed 

staff that that ROPS 1 would be denied for a number of reasons, but had still not reviewed ROPS 

1 in its entirety.  See the attached staff memorandum dated May 8, 2012 with the issues raised 

over the phone by the DOF.   

 

On May 18, 2012, staff received correspondence from the DOF outlining the line items on ROPS 

1 and ROPS 2 that, in the state’s opinion, do not qualify as enforceable obligations.  See that 

attached correspondence from the DOF dated May 18, 2012.   

 

On May 24, 2012, the Successor Agency submitted a formal written response to the DOF stating 

the Agency’s legal opinion on those line items the state had indicated were not enforceable 

obligations.  The Successor Agency is waiting for a response from the state.  See the attached 

correspondence from the Successor Agency to the DOF dated May 24, 2012. 

 

On May 25, 2012, staff received correspondence from the DOF stating that the Successor 

Agency will be receiving its June 1, 2012 property tax allocation, minus the property tax revenue 

related to those items that the state, in its opinion, do not qualify as enforceable obligations.  The 

DOF also provided an avenue to dispute and amend the ROPS if the Oversight Board disagrees 

with the state.  See that attached correspondence from the DOF dated May 25, 2012. 
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DISCUSSION 

 

As mentioned above, the Successor Agency of the former City of Montebello Community 

Redevelopment Agency does not agree with the state’s opinion on what constitutes an 

enforceable obligation.  The Successor Agency will continue to engage the DOF seeking clarity 

and/or closure.  To date, the Successor Agency has not been contacted by the DOF as to the 

correspondence sent by the Agency.  The Successor Agency anticipates amending ROPS 1 and 

ROPS 2 to include those items currently denied by the DOF, submitting the amended documents 

to the Oversight Board for approval and resubmitting those documents to the DOF.  Staff will 

continue to update the Oversight Boards as new information becomes available.   
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City of Montebello 
Planning and Community Development Department 

 
Memorandum 

 
DATE: May 8, 2012  

TO:  Keith M. Breskin, Interim City Administrator 
  Francesca Schuyler, Director of Finance 
  Arnold Alvarez-Glasman, City Attorney 
   
FROM: Michael A. Huntley, Director of Planning and Community Development 
 
RE: State Department of Finance – Comments on ROPS 1 approved by the 

Oversight Board.   
 

Please be advised that the Veronica Green from the State Department of Finance 
(SOF) called today to discuss the ROPS 1 documents that were approved by the 
Oversight Board on Wednesday, May 3, 2012.  Ms. Green stated that SOF would be 
denying ROPS 1 for a number of reasons that will be identified below.  The SOF is also 
directing the Successor Agency to amend the ROPS and provide supporting documents 
so that she can finish her evaluation of the ROPS documents.  Please be advised that 
staff has already provided most, if not all, of the documents being requested. 
 
Recognized Obligation Payment Schedule 1 
 
Denial: 
  
Ms. Green identified the following two reasons why ROPS 1 was being denied: 
 

1. Administrative Fees – Although the Successor Agency has included an 
Administrative Transaction Fee line item on ROPS 1, SOF indicated that there 
are a number of other line items on the ROPS that should have been lumped into 
the Administrative Fee.  Specifically, she is referring to the pension obligation, 
fiscal agent, project management costs, all attorney fees, and the arbitrage 
compliance specialist line items.  She stated that the cumulative total of the line 
items mentioned above plus the Administrative Transaction Fee would put the 
Successor Agency over the administrative allotment and as such, SOF is 
denying ROPS 1. 

2. Certificate of Participation and Advances – SOF indicated that they do not 
believe that the Certificate of Participation and the Advances are recognizable 
obligations and should be removed from the ROPS.   
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SOF request for supporting documents or changes to ROPS 1: 
 
Page 1: 
 

1. Line Item No. 9 Certificate of Participation – Requesting supporting 
documentation. 

2. Line Item No. 10 Montebello Hills Housing Deferral – Requesting supporting 
documentation and an improved description of the obligation on the ROPS. 

3. Line Item No. 11 SERAF Repayment – Requesting supporting documentation 
and an improved description of the obligation on the ROPS. 

4. Line Item No. 12 Repayment on Advances – Requesting supporting 
documentation and an improved description of the obligation on the ROPS.  Also, 
she specifically stated that if this item is left on the ROPS, SOF will continue to 
disapprove ROPS 1.   

5. Line Item No. 13 through 18 – SOF has indicated that all five of these line items 
should have been included in the Administrative Budget for the Successor 
Agency.  Since these line items are considered by the State as administrative 
items, inclusion of these items into the proposed Administrative Budget would 
cause the Successor Agency to be over the allotted Administrative Budget and 
as such, the SOF is denying ROPS 1.       

 
Page 2: 
 

1. Line Item No. 5 needs to be included in the Administrative Fee.   
 
Page 3: 
 

1. Line Item No. 4 Certificate of Participation – Requesting supporting 
documentation. 

2. Line Item No. 5 SERAF Repayment – Requesting supporting documentation and 
an improved description of the obligation on the ROPS. 

3. Line Item No. 6 Repayment on Advances – Requesting supporting 
documentation and an improved description of the obligation on the ROPS.  Also, 
she specifically stated that if this item is left on the ROPS, SOF will continue to 
disapprove ROPS 1. 

4. Line Item No. 7 through 11 – SOF has indicated that all five of these line items 
should have been included in the Administrative Budget for the Successor 
Agency. 

 
Page 4: 
 

1. Line Item No. 3 needs to be included in the Administrative Fee. 
 
Page 5: 
 

1. Line Item No. 4 SERAF Repayment – Requesting supporting documentation and 
an improved description of the obligation on the ROPS. 
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2. Line Item No. 5 Repayment on Advances – Requesting supporting 
documentation and an improved description of the obligation on the ROPS.  Also, 
she specifically stated that if this item is left on the ROPS, SOF will continue to 
disapprove ROPS 1. 

3. Line Item No. 6 through 11 – SOF has indicated that all five of these line items 
should have been included in the Administrative Budget for the Successor 
Agency. 

4. Line Item No. 8 Fiscal Agent - The Finance Department needs to address the 
terms in the indenture agreement with SOF.   

 
Page 6: 
 

1. Line Item No. 3, 607 W. Whittier Blvd. – Requesting supporting documentation.   
2. Line Item No. 4-8, Advances - Requesting supporting documentation. 

 
General Comments from SOF 
 

1. SOF is requesting that all Administrative Fees be included on a separate sheet 
and in the same format as the ROPS document. 

2. Management from the SOF has identified those items that are considered 
administrative fees including: 

a. Contracts for payroll 
b. Audit services 
c. Successor Agency pay 
d. Oversight Board pay 
e. Property management fees 
f. All legal fees include litigation 
g. Office supplies 
h. Lease for successor Agency office space 
i. Insurance 
j. Utilities 
 

Fees that may have been considered administrative but can be added to the 
ROPS include: 

a. Appraisal costs 
b. Closing costs 
 

3. SOF has directed that all items on the ROPS that do not have payments due 
during the six month period be removed from the ROPS.  

4. SOF has stated that the ROPS will be denied if there are any blanks on the 
ROPS, if the descriptions are poorly written and if items are left on the ROPS that 
SOF has requested be removed. 

5. ROPS 2 will have to be amended based on the direction by SOF on ROPS 1.   
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6. Since SOF has directed that changes be made to the both ROPS documents, the 
Oversight Board will have to review and approve both of the documents before 
they are forwarded back to the state.   
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